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INSTRUCTIONS: 
 This paper consists of 7 pages (including the cover page)  
 Answer all questions.  Show all formulae, calculations and workings clearly. 
 Please start each question on a new page. 
 Silent, non-programmable calculators may be used. 
 Where applicable, round all calculations to two decimal places, unless stipulated otherwise. 
 
Question  Topic  Marks  Time 
1 
2 
3 
4 
5 
 Master budgets 
Cash budgets 
Process costing 
Theory 
Job Costing 
 20 
22 
32 
10 
15 
 36 Minutes 
38 Minutes 
57 Minutes 
22 Minutes 
27 Minutes  
    100  180 Minutes 
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QUESTION 1                                                                                                             20 Marks 
Activa Limited manufactures and sells protein shakes. Activa has two products, the Get-Thin 
Shake and the Get-Muscle Shake. Both use the same raw materials, but in different 
proportions. The base used (Material X) has no nutritional value, while the additives (material 
Y) consists of vitamins, flavouring, minerals and protein. Activa is planning their manufacturing 
for January 2017 and have asked you to assist with compiling their master budgets. The 
company has forwarded you the following information. 
Planned Sales for January: 
Product Quantity Selling price per unit 
Get-Thin 400 000 boxes R76.00 
Get-Muscle 60 000 boxes R84.00 
 
Planned Inventories and purchase prices for January 2017: 
Description Product Raw Materials 
 Get-Thin Get-Muscle Material X Material Y 
Opening inventory 4 500 boxes  2 500 boxes 2 000Kg 7 000Kg 
Closing inventory 2 000 boxes 3 000 boxes 6 000Kg 2 200Kg 
Purchase price   R24.00/Kg R48.00/Kg 
 
Production costs and times are as follows: 
Description Get-Thin Get-Muscle 
Material X per box 0.3 Kg 0.1 Kg 
Material Y per box 0.2 Kg 0.4 Kg 
Labour time per box Hrs. 3 min or 0.05hr 6 min or 0.1hr 
Labour cost per hour R43 per hour R43 per hour 
 
Overhead costs, which include packaging, are charged at R120 per labour hour. 
 
REQUIRED: 
1 Compile the following budgets for Activa for January 2017:  
1.1 Sales budget (2) 
1.2 Production budget (3) 
1.3 Material usage budget (7) 
1.4 Purchases budget (3) 
1.5 Direct labour budget (3) 
1.6 Overhead budget (2) 
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QUESTION 2                  22 MARKS 
 
The Liquorice Company Ltd is planning their cash flow for the period of December 2016 and 
January 2017. As the junior manager the task of setting up the cash budget has fallen to you.  
The various managers have given you the following information. 
Income: 
The sales manager has informed you of the following: 
 October sales  
R 
November 
sales R 
December 
forecast sales R 
January 
forecast sales R 
Credit Sales 1 658 500 1 800 500 1 850 000 1 600 500 
Cash Sales 526 300 566 800 500 000 400 000 
  
The debtors clerk assures you that 80% of the customers always pay in the month following 
the sale and the balance pay two months after the sale. Bad debts are negligible and are not 
provided for. 
The owner has taken a loan from the company and pays R2 400 per month in interest. 
 
Expenditure: 
Purchases amount to 50% of the following month’s total sales. All purchases are on credit and 
paid strictly in the month following the purchase.  
 
The accountant has given you the following estimated information for December and January: 
Cost centre December 
R 
January 
R 
Additional Information 
Salaries 945 000 620 000 December includes bonuses of R330 000 
Overheads 180 000 180 000 Includes R40 000 depreciation on equipment 
General Exp. 150 250 
 
80 000 December includes the X-mas function of 
R30 000 
Leases payments 
on vehicles 
25 000 25 000  
Rent payable 45 000 45 000  
 
The bank balance on the 1st of December is expected to be in overdraft to the value of 
R123 500. 
 
REQUIRED: 
 
2.1 Calculate the cash income from debtors for December and January (4) 
2.2 Calculate and show the other income for December and January (4) 
2.3 Calculate the cash payable to creditors for December and January (4) 
2.4 Calculate and show the other expenses for December and January (6) 
2.5 Compile the cash budgets for December and January (4) 
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Question 3          (32 marks) 
 
Lone Hill Breweries makes two products, Lone Cider and Hill Beer. The brewery uses a 
process costing system, accounting separately for the two product ranges. Conversion costs 
are incurred equally throughout the process. 
 
The following information is available for September 2016: 
 Lone Cider Hill Beer 
Inventory valuation method FIFO WAM 
Opening WIP 
Units 10 800 10 520 
Percentage complete 80% 45% 
Current month 
Units Started 180 000 ??? 
Units completed and transferred  ??? 
Units Started and completed ??? 189 100 
Closing WIP 
Units 9 500 10 900 
Percentage complete 60% 30% 
 
Lone Cider: Step 3 – Cost statement 
 Apple Juice Yeast Conversion 
OB WIP Bought forward R19 000 R2 060 R31 320 
Current cost R288 000 R75 600 R561 834 
Total cost R307 000 R77 660 R593 154 
 
Hill Beer: Step 3 – Cost statement 
 Barley Hobbs Conversion 
OB WIP Bought forward R11 890 R9 150 R36 820 
Current cost R403 700 R290 280 R713 873 
Total cost R415 590 R299 430 R750 693 
 
The production process: 
 
Lone Cider 
Process 1 starts with apple juice that is added at the beginning of the process, yeast is added 
when the process is at 20%. At the end of process 1, the units are transferred to Process 2 for 
aging and bottling. 
 
Hill Beer 
In process 1, barley is added, crushed and boiled, in a continuous process, from the beginning 
until the process reaches 40% completion. Hops is added at 55%. The completed units are 
transferred to process 2. 
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REQUIRED: 
 
Part A – All questions are based on Lone Cider 
3.1 Do the timeline, clearly indicating all units and materials    (7) 
3.2 Step 2 – Equivalent units        (7) 
3.3 Step 4 – Cost per Equivalent unit       (4) 
 
Part B – All questions are based on Hill Beer 
3.4 Step 2 – Equivalent units        (4) 
3.5 Step 4 – Cost per Equivalent unit       (4) 
3.6 Step 5 – Cost and production statement      (6) 
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QUESTION 4:                  12 MARKS 
 
Select the correct answer: 
4.1 Which of the following is most likely to use a process costing system? (1) 
a) A manufacturer of pain medication. 
b) A manufacturer of diamond jewellery. 
c) An automobile repair shop. 
d) An appliance repair shop. 
 
4.2 Which of the following is not a feature of a process costing system? (1) 
a) Products are homogenous 
b) Small batches or single units 
c) Low product flexibility 
d) High volumes of products 
 
4.3 Give two features of a Job costing system  (2) 
 
4.4 Give two features of a Product costing system  (2) 
 
4.5 Which 2 sentences best describes cost-plus pricing. (2) 
 a) Prices are set by market forces or market leaders and a firm must 
follow these prices irrespective of the cost. 
b) A profit mark-up is added to the cost of the product to arrive at a selling 
price. 
c) Prices are set by matching competitor’s prices and then keeping the 
costs as low as possible. 
d) Mark-up can be added to any cost price such as variable costs or 
standard costs. 
e) Mark-up cannot be more than 30% or the company will not be able to 
sell any goods 
 
   
4.6 A company that uses its desired rate of return to set the price of goods will 
always end up with a loss. 
a) This statement is TRUE 
b) This statement is FALSE 
(1) 
   
4.7 Target costing means that the company estimates what the customers would 
be willing to pay for a product. The company’s targeted profit is then deducted 
from the selling price to arrive at the targeted cost. The company must then 
manufacture the item at no more than that cost. 
a) This statement is TRUE 
b) This statement is FALSE 
(1) 
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QUESTION 5:                   15 MARKS 
 
Cross Lakes Pty Ltd builds boat-houses for companies that hire them out for customers to 
spend holidays on the Vaal Dam. As the boat-houses are large and expensive, they are built 
to order according to the customer requirements. Before each boat-house is built, a job card 
is opened. All the material costs and labour is entered onto the job card. Overhead cost is 
allocated based on prime cost. Cross Lakes have budgeted to build 20 boat-houses in 2016 
with an average prime cost of R300 000 per boat-house. The annual budgeted manufacturing 
overhead for 2016 was R7 500 000 and were applied at 125% of prime cost. 
Job Ngwenya was started in July and had to be finished in August. 
The following information is available: 
Cost July August 
Direct material R153 800 R85 000 
Direct labour R44 000 R71 200 
Overheads R247 250 ??? 
 
Job Ngwenya was invoiced to the customer at the agreed price of R860 000.  
 
REQUIRED: 
5.1 Prepare the Job cost card for Job Ngwenya (Show all your calculations) (9) 
5.2 Calculate the difference between the actual prime cost for Job Ngwenya and 
the average prime cost per boat-house? 
(4) 
5.3 Calculate the profit or loss made on Job Ngwenya. (2) 
   
 
